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Cuban-American Relations and the Tariff on Sugar 


One item of the Hawley Tariff Bill, passed by the 
House of Representatives on May 28 and destined to be 
the focus of attention in the Senate when that body re- 
convenes in August, bids fair to cause what someone has 
termed “a tempest in a sugar bowl.” The Fordney- 
McCumber Tariff Act of 1922 levied a rate of 2.20 cents 
pet pound on raw sugar imports. Except for the ship- 
ments from Hawaii, Porto Rico, the Virgin Islands and 
the Philippines, all colonial possessions of the United 


ther States and, hence, not subject to the tariff, practically all 


our imported sugar comes from Cuba. By the Reciprocity 
Treaty of 1902 that island is granted a preferential rate 
of 20 per cent on sugar exported to the United States, 
making the present rate on Cuban sugar 1.76 cents per 
pound. The Hawley Bill now proposes to increase the 
ate to 2.40 cents, an advance of some 36 per cent.’ (This 
ate would apply to raw sugar. The rate on refined sugar 
would be 2.80 cents a pound and it is refined sugar that 
the consumer buys.) This change in the tariff schedule 
involves not only our relations with a Latin American 
wighbor and a consequent problem in foreign relations, 
but also a conflict of American interests which throws 
light on the effect of economic pressure on politics. Pro- 
fessor Jenks says in his little book, Our Cuban Colony:* 
‘Sugar, it is well known, is a marvelous chemical which 
as the power of stirring more political devils in Wash- 
ington than any other elixir not compounded of oil.” 
The line-up of interests consists of the domestic pro- 
of sugar—the Louisiana cane-growers and the 
Western and Michigan producers of beet sugar—on the 
we hand, and on the other the producers of Cuban sugar, 
the Atlantic Coast refiners, the manufacturers of candy 
and soft drinks, and the farmers, manufacturers and ex- 
porters interested in Cuban trade. Since about three- 
quarters of the sugar grown in Cuba is controlled by our 
wn nationals the essential economic conflict is a domestic 
me, and the Congress, in satisfying either one group of 
_B iterests or the other, is in the embarrassing position of 
tbbing Peter to pay Paul. The problem is not, there- 
t, a simple one of protecting a domestic industry 
¥anst foreign competition; it involves discrimination in 
| Wor of a particular set of domestic interests. It is com- 
plicated by the fact that, under the circumstances, the 
"The rate provided in the Hawley Bill is 3 cents per pound, which, under 
s of the Reciprocity Treaty, makes Cuban sugar dutiable at 2.40 
8. Since there is almost no sugar imported at the full duty, the pro- 


med rate will be spoken of as 2.40 rather than 3 cents, but it must be 
"membered that this would be the duty on Cuban sugar. 


*Our Cuban Colony. By Leland Hamilton Jenks, New York, Vanguard 
1928, $1.00. 


colonial growers of sugar cane stand to gain at the cost 
of both domestic and Cuban producers. The manufac- 
turers, growers of farm produce and exporters who have 
counted heavily on Cuban trade in the past fear the cur- 
tailment of their large Cuban market if, as a result of 
the blow which the proposed rate is sure to deal an al- 
ready depressed industry, Cuban sugar imports to the 
United States continue to drop off. Moreover, within the 
farm group itself there is a conflict of interests so far as 
the sugar tariff is concerned. As a factor in farm relief 
an increase in the rate on sugar would be, in any case, 
of doubtful value since only 3 per cent of the farmers in 
the United States produce sugar while 100 per cent of 
them consume it—and it is the consumer who ultimately 
pays the duty. On the other hand, the spokesmen of cer- 
tain of our general farm organizations contend that the 
encouragement to the cultivation of sugar beets which 
would result from a higher duty on sugar would further 
diversify American agriculture, and relieve the surplus in 
other products, while greatly benefiting the soil. Before 
discussing the bearing of the new sugar tariff on Cuba 
as a foreign nation, it might be well to examine more fully 
this perplexing problem which the Senate will have to 
face when it resumes its labors in August. 

Sugar, as everyone knows, is derived either from cane 
or from sugar beets. Sugar cane, a tropical or semi- 
tropical product, in the United States is grown chiefly in 
Louisiana. There is a comparatively small output in 
Texas, and there are prospects of cultivating it success- 
fully in Florida, but at present the only sugar cane area 
of any importance in this country is Louisiana. Sugar 
beets are produced in seventeen states in the Union, but 
principally in Colorado, Utah, California, Nebraska and 
Michigan. From the American consumers’ point of view 
—and we rank among the largest consumers of sugar in 
the world, with 112 pounds per capita to our credit as 
against 5 for China—the other important sugar-producing 
regions are Cuba and the colonial possessions, Hawaii, 
Porto Rico, the Virgin Islands, and the Philippines. Of 
the 6,000,000 tons of sugar consumed annually in this 
country, about 50 per cent comes from Cuba, less than 
20 per cent from the domestic beet and cane sugar pro- 
ducers, and the balance, approximately 32 per cent, from 
our insular possessions. The production figures for the 
last nine years, as given in the Foreign Policy Associa- 
tion’s excellent report of May 20 on Sugar and the Tariff, 
are as follows: 


3“Sugar and the Tariff,” Information Service of the Foreign Policy As- 
sociation, New York, p. 104. 
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(Figures in long tons, i. ¢., 2,240 lbs., raw value) 


Domestic Porto 
Year Beet* Cane Rico 
969,419 150,996 438,494 
Q11,190 289,660 362,442 
787,217 144,004 399,975 
974,185 79,002 589,760 
065,241 63,207 670,881 
925,000 145,000 620,000 


si Chiefly refined, all others raw. 


During recent years, according to the Tariff Commission, the various sources of supply 


World 
Hawaii Philippines Cuba VirginIs. — Total 
504,073 255,843 3,936,040 4,500 16,652,775 
502,104 338,100 3,996,387. 5,000 17,649,687 
479.403 203,437. 3,002,010 1,730 «18,359,484 
620,279 372,332 4,000,042 2,332 20,096,012 
692,804 581,004 5,125,070 7,200 23,687,379 
705,350 430,705 4,884,058 5,664 24,614,152 
724,403 584,238) 4,508,521 7,077 23,733,172 
807,180 622,704 4,011,717 10,562 255331,273 
830,000 637,000 4,900,000 7,500 26,709,600 


have ranked 


in importance as follows :* 


1919 
Hawaii, Porto Rico, Virgin Islands ........ 19.91 


Philippine Islands 1.78 
Other foreign (full duty) ..............06- 1.42 

Cuba, as these figures show, is not only our greatest 
single source of sugar but is the world’s chief producer 
of cane sugar, yielding almost one-fourth of the world’s 
annual crop. By conditions of climate, soil and land 
tenure, our island neighbor is peculiarly well adapted to 
the cultivation of sugar cane. Although comparative pro- 
duction costs are difficult to determine, since costs vary 
so widely within a single region and efficiency in the cul- 
tivation and manufacture of raw sugar may counter- 
balance natural advantages, the marginal costs of pro- 
duction, according to Philip G. Wright, a former member 
of the Tariff Commission and author of a monograph on 
the sugar tariff (Institute of Economics),’ are lower in 
Cuba than in any other country in the world. By 
“marginal cost” is meant the cost to the producer who just 
breaks even. Providence, says Mr. Wright, has endowed 
Cuba with a singular capacity for producing sugar cane, 
and, other things being equal, Cuba would be the logical 
source for the greater part of our sugar. In other words, 
if the consumer alone were considered—that is, if the 
acquisition of sugar at the lowest price were the objec- 
tive—there would be no question of a sugar tariff, pro- 
duction in Cuba would be encouraged to the limit, and 
Cuban sugar would be admitted free to the United States. 
But the government, for reasons of revenue, and the 
domestic producers of sugar cane and beets upset the 
logic of the situation. Even under a competitive system 
it is not certain that the fullest exploitation of nature’s 
benefits in this respect would accrue to the consumer since, 
without the competition of other sugars, the Cuban pro- 
ducers and the Atlantic Coast refiners, who get their raw 
sugar from Cuba, might establish a sugar monopoly with 
disastrous effects upon prices. However, a far greater 
concentration in the ownership both of Cuban sugar plan- 
tations and centrales and of the sugar refineries would first 
be necessary, and the old Sugar Trust is in such ill-repute 
that any such attempt would have to reckon with the 
Sherman Anti-Trust Law and public opinion. 

But in a discussion of the realities of the situation this 
is beside the point. The importance of sugar as a source 
of national revenue and the investment in the domestic 
sugar industry remain the dominant factors in the situa- 
tion. The customs receipts on sugar-in recent years have 

*“The Tariff on Sugar,” Editorial Research Reports, Washington, D. C., 
April 17, 1929. 


5 Sugar in Relation to the Tartf. By Philip G. Wright, New York, 
McGraw-Hill, 1924. $2.50. 


1922 1925 1926 1927 1928 
23.03% 18.40% 16.66% 15.49% 20.82% 
15.26 20.85 19.09 21.21 23.01 

4.22 7.34 5.52 8.20 8.590 
56.76 52.80 58.03 54.09 47.05 

73 61 .70 53 


{2] 


amounted to about one-quarter of our total customs cdl 
lections. In 1922, of a total revenue from imports of 
$458,000,000, the duty on sugar yielded $115,525,00. 
For the five years 1923 to 1927 the annual revenue to the 
government from the present sugar tariff averaged $14; 
000,000. Under the proposed tariff, assuming that im 
ports will not decrease, $79,000,000 more will be collected 
annually, making a total revenue from sugar of $21); 
000,000. Sugar imports constitute 13 per cent of al 
agricultural imports and 36 per cent of the competitive 
imports. Sugar is, also, one of the few farm products 
which now receive effective tariff protection. For, im 
portant as the sugar tariff is from the point of view of 
revenue, it is in relation to the protection of domesti 
sugar producers that it wins its strongest advocates an 
its bitterest critics. 

The Fordney-McCumber Tariff Law, in explaining its 
schedule and in providing for a flexible tariff, makes use 
of the term “equalizing costs of production.” The 
Hawley Bill substitutes the term “conditions of compet 
tion” for production costs. In terms of sugar this means 
compensating the Louisiana cane growers for their short 
season, the Michigan beet growers for unfavorable 
climatic conditions, the domestic producers as a whole for 
a higher wage scale and standard of living, and the 
Hawaiian and Philippine producers for their long haul 
to the American markets. In the national economy t 
means protecting a domestic industry with a capital i 
vestment of $221,000,000 at the cost not only of an Amer- 
ican owned or controlled Cuban industry representing 
perhaps three-quarters of a billion dollars, but also, to# 
certain extent, of the seaboard refineries, whose capital 
investment totals about one-quarter of a billion. What! 
‘means to Cuban-American trade can be gathered from the 
report and resolutions unanimously adopted by the Cham- 
ber of Commerce of the State of New York on June 6 
In view of the fact that Cuba is one of our best customets 
buying 60 per cent of her foreign purchases from the 
United States and selling nearly 80 per cent of her & 
ports to us, and the further fact that, being a one-crop 
country, her purchasing power is in the main dependet! 
on the success of the sugar growers, the New York State 
Chamber of Commerce took a stand in opposition to af 
increase in the present duty on sugar, “believing such ™ 
crease will be of no benefit to the American farmer, bu 
will seriously impair our export trade, to the detrimett 
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in 1925 and 1926, it averaged about 2.50 cents; in 1927, 
2.96 and in 1928, 2.46. The sugar crop in 1928 yielded 
hardly 60 per cent of the cash return of the crop of 1924. 
The situation is especially serious for Cuba since the eco- 
nomic life of the island depends almost entirely on sugar. 
Diversification of agriculture has been proposed as one 
solution of Cuba’s economic problem, and the government 
has already taken steps in that direction. Perhaps Cuba 
would be better off socially as well as economically if the 
small truck gardening which characterized Cuban agricul- 
ture before our Civil War could be restored. But shifting 
from one crop to diversified farming is a long and difficult 
process. Cuba now has to import not only manufactured 
goods but many agricultural and food products as well. 
Moreover, with the growth of the sugar industry the small, 
independent farmer has all but gone, and that latifundia 
which curses so much of Latin America has become the 
established form of land ownership and control. Doubt- 
less a higher duty on sugar, by intensifying the depression 
in the sugar industry, would help to make such a diversifi- 
cation inevitable, but the price in immediate consequences 
would be a heavy one. American capital has contributed 
to the development of the unbalanced economy of the 


island, 


Further economic depression might also provide an 
opportunity for the opponents of President Machado who, 
just reelected for a six-year term, exercises a virtual dic- 
tatorship in Cuba, to set on foot a revolution. The United 
States is sensitive to political disturbances wherever they 
occur in Latin America. Owing to the Platt Amendment, 
it is peculiarly so in the case of Cuba. Article III of that 
amendment, which was incorporated in the Permanent 
Treaty of 1903, reads as follows: 

“The Government of Cuba consents that the United 
States may exercise the right to intervene for the preser- 


§ vation of Cuban Independence, the maintenance of a gov- 


ernment adequate for the protection of life, property, and 
individual liberty, and for discharging the obligations with 
respect to Cuba imposed by the Treaty of Paris on the 
United States, now to be assumed and undertaken by the 
Government of Cuba.” 


With our increasing stake in Cuba, revolution, which is 
endemic there, constitutes a severe threat to Amer- 
ican life and property, so much so that, from the period 
of 1912-1923, our government adopted a policy of “pre- 
ventive intervention,” and, when disturbance threatened, 
sent warnings and gunboats and landed marines. Such a 
policy was considerably in excess of the Root interpreta- 
tion of the Platt Amendment, which swung the Cuban 
Constitutional Convention in 1901 over to acceptance of 
the amendment. In the words of Elihu Root, then 
Secretary of War, “Intervention in Cuban affairs will be 
tesorted to only in case of great disturbances, similar to 
those which occurred in 1898, and with the sole and ex- 
dlusive object of maintaining Cuban independence unim- 
paired. Intervention will only take place to protect the 
independence of the Cuban Republic from foreign attack, 
or when a veritable state of anarchy exists within the 
tepublic.” The newer interpretation of the Platt Amend- 
ment, first given it by Secretary Knox in 1912, naturally 

ught protests from Cuba, followed by demands for a 

hnition of its scope, and within recent years by a cam- 
paign to modify or terminate it. The Platt Amendment, 
ven under Senator Root’s restrictive interpretation, 
undoubtedly involves the United States in a greater re- 
sponsibility for Cuban affairs than for conditions in any 
af the other Caribbean countries. Apart from the pro- 
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tection of American lives and property, the phrase “in- 
dividual liberty” provides room for intervention when 
election rights are threatened, as they have been frequently 
since Cuba became independent of Spain. A dictatorship 
such as President Machado seems to have established may 
well provide many infractions of individual liberty and 
occasions for intervention, even if a revolt against his rule 
is not organized. On the other hand, our policy has been 
to oppose revolution in Cuba, and, if unchanged in the 
future, might stand in the way of a reaction against the 
present dictator. It is reasonable to expect that the situa- 
tion in the sugar industry will have some bearing on the 
political developments of the coming months. What the 
attitude of the United States should be in the case of any 
marked eventualities is a serious problem. Some of our 
people feel that friendly relations between ourselves and 
our island neighbor would best be served by a termination 
of the Platt Amendment, or, failing that, by a willingness 
on our part to accept the consequences of an application 
of the Pan American arbitration treaty, to which we, 
along with Cuba, became parties on January 5, 1929, and 
which provides for the arbitration of differences arising 
out of the “interpretation of a treaty”—in this case, the 
Permanent Treaty of 1903 and our right to intervene. 


A further possibility, and one more closely identified 
with the sugar industry, would be a new reciprocity agree- 
ment to take the place of the Treaty of 1902. Since 1913, 
when the importation of full-duty sugar practically ceased, 
the Cuban sugar producers have enjoyed no benefit from 
the 20 per cent reduction in duty provided by the reciproc- 
ity agreement of 1902. Cuba strove in 1927, by legal 
restriction of the sugar exports to the United States, to 
secure some benefit from the preferential duty, the theory 
being that by so doing we would be compelled to import 
some full-duty sugar. As a matter of fact the real benefits 
accrued to our colonial and domestic producers, while 
Cuban production declined. The Cuban Government then 
directed its attention toward getting a new tariff agree- 
ment with the United States that would establish a truly 
preferential duty on Cuban sugar. Ina note of December 
15, 1927, it proposed two plans for amending the reci- 
procity treaty. The one would increase the degree of 
reciprocity between the two countries, in the case of 
Cuban goods granting a preference of 40 per cent, and 
limit the imports of sugar from the Philippines to 300,000 
tons annually. The other proposal would admit machinery 
and certain agricultural and food products from the 
United States to Cuba free of duty, in return for which 
the duties on Cuban sugar would be reduced over a period 
of ten years until a fixed quantity per annum should be 
on the free list. Imports over that amount, which ranged 
in the proposals submitted from 2,500,000 to 4,000,000 
tons, would pay the present rate. These proposals were 
rejected on the ground that they were “much more favor- 
able to Cuba than to the United States.” The latest move 
of our State Department was a note, dated March 2, 1929, 


stating that the matter was being given careful consid- 
eration. 


The American beet-sugar interests opposed the reciproc- 
ity agreement of 1902 until the American Sugar Refining 
Company, one of the !argest Atlantic Coast refiners, which 
had up to that time confined its holdings to cane sugar, 
purchased $7,500,000 of stock in the American Beet Sugar 
Company. Now the association of American beet sugar 
producers objects to the Cuban proposals for modifying 


the reciprocity treaty, contending that they would mean 


the elimination of the beet-sugar industry in the United 
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living standards and which sustains itself by the use of 
children under sixteen years of age as workers, with a 
serious interruption of their schooling. 

So much for the American end of the controversy. 
There remains Cuba to be considered. From the point 
of view of the Cuban sugar industry the sugar tariff is, 
as we have seen, to a great extent a domestic problem. 
It is not entirely so, however, since a quarter of the in- 
dustry, representing approximately $250,000,000, is in 
either Cuban, or Cuban and Canadian hands. Further- 
more, since Cuba is a one-crop country, the whole pros- 
perity of the island is involved in the fate of sugar. Al- 
though sugar cane has been cultivated in Cuba since the 
end of the 18th century, the large scale production of 
the present day is of comparatively recent development. 
The industrial revolution hit the Cuban sugar industry late 
in the 19th century and, with the abolition of slavery at 
about the same time, brought about the colono-central 
system of cultivation which characterizes the industry 
today. Centralized sugar factories took the place of the 
small independent mills which formerly existed up to the 
number of 2,000. To secure an ample supply of cane 
these centrales then bought up or got control of large 
areas of sugar land, where they controlled the activities 
of the colonos or cane-growers. Gradually the 2,000 mills 
were replaced by 180 centrales, about the number operat- 
ing in Cuba today, and large sugar estates began to take 
the place of the small farms. This expansion and cen- 
tralization of the industry called for capital, however, 
which was reluctant to invest in the island so long as it 
was under the rule of Spain. With the Platt Amendment 
and the Reciprocity Treaty of 1902, foreign capital took 
heart. The latter, which provided that all Cuban goods 
not on the free list should be allowed a preferential tariff 
rate of 20 per cent in return for reductions of from 25 to 
40 per cent on dutiable American goods imported into 
Cuba, succeeded in increasing the percentage of Cuban 
sugar imported into the United States and, after ten 
years, in practically eliminating Java cane sugar and Euro- 
pean beet sugar which had to pay the full duty. Since 
1913, full-duty sugar imports have been almost nil, and 
the Cuban sugar producers have nothing to gain from the 
reciprocity agreement. Instead, the benefits go to the 
American sugar refiners who get their sugar from Cuba. 

The great period of American investment in the Cuban 
sugar industry came with the inflation and depression that 
followed the World War. During the war Cuba accepted 
price control by the United States Government, and in 
1918 sold its entire crop to the Sugar Equalization Board 
at the Board’s price of 5.50 cents a pound. In 1919, when 
price control ended, a violent fluctuation in prices set in, 
the peak of the market coming on May 19, 1920, when 
sugar sold for 22% cents. Both Cubans and Americans 
speculated widely during this period, which was known 
in Cuba as the “Dance of the Millions.” Seven months 
later the market broke. On December 13, 1920, sugar 
dropped to 334 cents. The ensuing bankruptcy in Cuba 
led to the acquisition of large sugar interests by Amer- 
icans. Our present investment in the Cuban sugar in- 
dustry is variously estimated at from $600,000,000 to 
$750,000,000 or from two-thirds to three-fourths of the 
whole, distributed approximately as follows 


Sugar mills and estates owned by Americans.......... $621,219,766 
Sugar estates financed by Americans and hefice 


Philip Wright, Op. Cit. p. 56. 
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Americans own or control on long leases at least 6,274,000 Ht Ot 
acres of land, most of it suited to the cultivation of cane ro! 0 
This is over 22 per cent of the entire area of Cuba, and merc 
more than half of the cultivable land of the island. [pn § Com 
1927, out of 175 active mills in Cuba, 75 were either | follo 
wholly American or nearly so, but the American mills B whic! 
manufactured far more of the crop for that year than J sug! 
their number indicates. Of the 1926-27 sugar crop 
American mills produced 62% per cent, Cuban-American 
8 per cent and Canadian 4 per cent. The recent heavy 
American investment in the Cuban sugar industry has 
been in the eastern part of the island which is very fertile, 
and where production costs are low. So far as fertility 
and a natural adaptability to sugar cane are concerned, 
Cuba is capable of greatly increasing its output of sugar B Our 
for a long time to come. of ov 
The effect of the great growth of American interest in expo 
Cuban sugar has been to encourage expansion and to in- B tweer 
crease output enormously. At the same time our colonial § Unite 
possessions, and more especially the Philippines, have B 14,00 
greatly developed their sugar industries. European beet — bushe 
sugar, of which there was practically none during the war ess, j 
years, has once again become a factor in the world & teaso; 
production of sugar. As a result there is a world over- § rate y 
production—or underconsumption—which is causing a Fir 
ruinous competition in the sugar industry. The cigarette sugar 
war on candy hit an industry that was already down, and Be 
to the sugar producers it was little less than tragic that J 4 $1 
such a slogan as that of certain cigarette manufacturers F pip, 
should coincide so aptly with the demands of current J ypiy, 
fashion plates. So serious has the problem of overprodue- object 
tion and low prices become that the question of what to — 7p,;- 
do with the excess supply of sugar in the world came up cents 
for discussion at the January, 1929, meeting of the Eco- fyi, 
nomics Council of the League of Nations, and in April B intern 
representatives of eighteen sugar-producing countries, ex 45 
clusive of the United States, met at Geneva to discuss avera 
methods of improving the price situation through increas ayear 
ing consumption and stabilizing or restricting production. § 
Cuba has made a number of attempts to limit the size of J p, j 
her crop as part of a scheme for getting better trade and f+ in 
tariff relations with the United States, but since the end poun d 
of 1928 these have been abandoned. As is to be expected, propo 
this condition of overproduction has depressed the price 
of sugar until the Cuban sugar producers contend that makin 
they are losing money on their crops. It has been estt #4 
mated that Cuban sugar can be grown profitably if it sells those 
for two cents a pound, but not less. In April of this year 48 
the Journal of the Cuban Chamber of Commerce in the famili 
United States gave the distribution of the 4.90 cents per bring 
pound received by the Cuban producers as follows: sugar 
1.76 to the U. S. Treasury for duties. 43,00 
.15 to steamers for freight from Cuba to the U. S. htion 
.05 for landing and delivery charges. , this su 
1.14 to the refiner for cost of refining and covering loss in mami 000.00 
facturing refined sugar from raws. ’ 
1.80 to the producer. Popule 
Net 
In these terms their contention that a tariff rate of 24 the pr 
cents would be ruinous seems plausible enough. Posed 
United States Sugar Association submitted figures to the oo 
Ways and Means Committee of the House this sprit Ay 
showing that only one out of twenty-three Cuban com land 
panies paid a dividend in 1926-27. Cuban companies havé Sand: 


as a matter of fact, passed their dividends for seve A 
years. Since 1923, when the average price of sugar, & 

clusive of United States duty, was 5.24 cents a pound, tt 
has dropped almost steadily. In 1924, it fell to 4.19 cents; 


rould 
the 
Hon oj 
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f our industries and our national prosperity.” A report 
hf our commercial attaché to the Department of Com- 
merce, published in the Journal of the Cuban Chamber of 
Commerce in the United States for April, 1929, shows the 
following relation between Cuba’s exports to this country 
which, it must be remembered, are about 79 per cent raw 
sugar, and her imports from the United States: 


aC 


n 
P U.S. Imports U.S. Exports 
in Year from Cuba to Cuba 
e, 250,600,000 160,488,000 
at — Our export trade with Cuba last year showed a decline 
of over 35 per cent as compared with 1924, while Cuba’s 
in § exports to this country dropped about 44 per cent. Be- 
in- § tween 1924 and 1927 the canned milk exported from the 
ial § United States to Cuba declined from 34,000,000 to 
ve B 14,000,000 pounds, the corn from 2,500,000 to 1,600,000 
ect § bushels. This slump in Cuban-American trade can, doubt- 
vat B less, in part be attributed to the 1922 tariff, and it appears 
rid § reasonable to expect that another increase in the sugar 
et- B rate would further aggravate the situation. 
; a Finally, to American consumers the cost of the present 
ette F sugar tariff is $293,000,000. The proposed rate will cost 
and B the ultimate consumers around $443,000,000, an increase 
that Bo $150,000,000. This is the estimate made by B. H. 
res § Hibbard, John R. Commons and Selig Perlman of the 
rent § University of Wisconsin, who are conducting a series of 
due: objective studies of the effects of the tariff on the farmer. 
t 0 | Their investigations show that the present duty of 1.76 
© UP Ff cents per pound on raw sugar, when it finally reaches the 
Eco- ultimate consumer, after refining, marketing and other 
\pril intermediate charges are reckoned, has risen to at least 
» 245 cents per pound of granulated sugar. Since the 
‘cuss F average farm family consumes about 405 pounds of sugar 
reas BF ayear, the present tariff costs the average farmer's family 
ea about ten dollars annually, or $63,000,000 in the aggregate. 
“ a The cost to the urban family, whose annual consumption 
ee of sugar is somewhat larger, amounting to about 432 
‘ me pounds, is in the neighborhood of $11.50 a year. The 
pete proposed increase in the rate on sugar will raise the tax 
Ayre burden on the consumer from 2.45 to 3.7 cents per pound, 
est making the annual cost to each farm family $15 and to 
sells tach urban family $16. While 3 per cent of the farmers, 
t who raise sugar beets, would be benefited about 
ye 48 each by the higher duty, some 6,300,000 farmers’ 
ms families would be taxed an additional $5 each a year, 
tS PH iringing the total to $94,500,000. To the growers of 
sigar beets the present tariff means a subsidy of about 
43,000,000 ; so that the net cost to the agricultural popu- 
lion is $20,000,000. The increased duty would raise 
a this subsidy, on the basis of present production, to $69,- 
(000. Deducting this from the cost to the agricultural 
bpulation of the proposed tariff, leaves $25,500,000 as the 
tet cost—an increase in the net cost as compared with 
yf 2.40 § the present tariff of $5,500,000. Moreover, by the pro- 
The increase in the sugar tariff the colonial sugar pro- 
to the S$ would stand to gain approximately $33,000,000 on 


basis of present production. For, from the present 
laff the duty-free sugar from Porto Rico, the Virgin 
ds, Hawaii and the Philippines derives a benefit of 
$58,000,000 a year, while the higher duty on sugar 
“ould increase this amount to $91,000,000. This, critics 
of the present bill assert, is a “joker,” so far as protec- 
ton of our domestic sugar industry is concerned. The 
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greatest benefit from a higher rate accrues to the Hawaiian 
and Filipino producers who enjoy most of the natural 
advantages of Cuba in growing sugar cane, without the 
disadvantage of the tariff. Production figures since the 
Fordney-McCumber Tariff went into effect show a large 
increase in the output of our insular possessions and no 
substantial advance in domestic production, so that, with- 
out a limitation of the sugar imported from the Philippines 
and Hawaii or without a levy on colonial sugar, the sugar 
tariff fails to provide the protection which the domestic 
sugar interests demand. 

An impartial study, such as that made by the Institute 
of Economics, of the amount of protection needed to 
ensure reasonable profits for the domestic producers in- 
dicates that the present rate of 1.76 cents a pound is more 
than ample for this purpose. Mr. Wright, in the mono- 
graph cited above, concludes that a rate of from 1.25 to 
1.50 would afford adequate protection to all efficient 
domestic producers. This estimate is in close agreement 
with the majority report of the Tariff Commission in 
1924, which recommended a reduction in the duty on 
sugar on the ground that the cost of producing sugar in 
the United States was only 1.40 cents in excess of the 
Cuban costs. The minority report, representing only two 
commissioners, since the third member, who would have 
sided with the minority, was disqualified because of his 
wife’s interest in Louisiana cane, estimated the excess at 
not more than 1.85 cents. The Food Administration dur- 
ing the war found that the difference in production costs 
between Cuban cane sugar and American beet sugar was 
1.38 cents a pound. Equalizing the “conditions of com- 
petition” would hardly seem, then, to call for the 2.40 
rate proposed in the Hawley Bill, unless it be to protect 
the least efficient of the domestic producers. Moreover, 
the earnings within recent years of the Great Western 
Sugar Company, which produces about 48 per cent: of the 
total beet-sugar output in the United States, have been 
substantial. This company has paid annual dividends of 
7 per cent on its preferred stock and $2.80 on its common 
stock of no par value, the latter dividend amounting to 
33.6 per cent. The company asserts, on the other hand, 
that, owing to its under-capitalization, the average earn- 
ings on net assets for the last three years is only 7.48 per 
cent. Other beet-sugar companies have not done so well, 
and the American Beet Sugar Association calculates their 
average net losses, exclusive of the Great Western Sugar 
Company, as over $2,500,000 during the last three years. 
Yet Mr. Wright estimates that some four-fifths of the 
domestic sugar industry would survive even if sugar were 
admitted free. This means that protection increases the 
number of inefficient producers in this country, raises the 
price to the consumer, and enhances the profits, already 
substantial, of the low-cost domestic producers. Further- 
more, our continental output of cane and beet sugar has 
not been increased as a result of the added protection pro- 
vided by the Tariff Act of 1922. The really serious com- 
petitor of Cuba within recent years—and probably in the 
future, since there is plenty of room for the expansion 
of the sugar industry there—is the Philippine Islands. 


An important phase of the matter of which little has 
been heard is the social liability represented by the labor 
situation in the sugar-beet industry. It is commonly 
known that child labor and cheap immigrant labor are 
used in the beet fields. Opponents of further protection 
for domestic sugar cite this as an argument against giving 
further encouragement to an industry which cannot, or 
at least does not, maintain itself on the basis of American 
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States. The battle, then, is between the Cuban sugar 
producers and our domestic growers of cane and sugar 
beets, with little to be gained by a higher rate than the 
possible, though not certain, encouragement of the beet- 
sugar industry in this country, higher profits for the beet- 
sugar producers, and a further boost to the colonial pro- 
ducers of sugar cane. The counterbalancing costs are 
higher prices to the consumer, further depression of the 
Cuban industry, the impoverishment of one of our best 
customers, involving a direct blow to Cuban-American 
trade, and the ill-will of a Latin American neighbor who, 
by the nature of her history and her location, has come to 
be regarded as a foster-child of the United States. 

The following references are especially recommended: 


Foreign Policy Association, Information Service, May 
29, 1929, “Sugar and the Tariff,” by Raymond Leslie 
Buell 

Foreign Policy Association, Information Service, April 
17, 1929, “Cuba and the Platt Amendment,” by 
Raymond Leslie Buell 

Editorial Research Reports, April 17, 1929, “The Tariff 
on Sugar,” by Paul Webbink 

Editorial Research Reports, May 29, 1929, “The Tariff 
Commission and the Flexible Tariff,” by Paul Web- 
bink 

Leland H. Jenks, Our Cuban Colony 

Philip Wright, Sugar in Relation to the Tariff 


“Coal Guerillas”’ 


That new situations give rise to new terminology is 
illustrated in a statement that is being circulated by the 
Consolidation Coal Company bearing upon present-day 
production and marketing of coal. The “coal guerilla” 
is one who forces “unwanted coal upon an unwilling 
market,” who cuts the wages of his miners “below a sound 
economic level” and who drives prices “to a point where 
property maintenance is starved out and sources of supply 
are put in jeopardy.” Such “tonnage-forcing, wage- 
slashing, price-cutting tactics of the coal guerilla are a 
policy of force—an attempt to abandon rules of fair play 
for the law of the jungle,” the “law of the jungle” in this 
case being the struggle to survive in an overexpanded and 
highly competitive industry. 

In carrying out these “tactics” the consumer is a willing 
partner because he gets his coal cheap. But the consumers 
who use about 80 per cent of the bituminous coal are rail- 
roads, public utilities and other industrial concerns. And 
most of their buying is done by purchasing agents whose 
business it is to buy as cheaply as possible. Thus the dis- 
organization among the operators in an overexpanded coal 
industry gives full play to the buyers’ desire to take ad- 
vantage of the “market.” 

In the face of these conditions the Consolidation Coal 
Company about one year ago announced a policy designed 
to bring about the “elimination of the least efficient mines ; 
stable operation and proper maintenance of the producing 
units; regular employment of a minimum labor force on 
adequate earnings; production of coal that can be safely 
mined, efficiently prepared and economically sold; a policy 
of conservation—in output, in expenditures, in marketing, 
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in man-power, in assets; a policy of mutual fairness 
fair price to the consumer, a fair wage to the employe 
a fair return to the investor, a fair rivalry to competitors.” 

The Company still has faith in that policy, believes that 
a majority of the operators agree with it, and is persuaded 
that the enlightened coal consumer can see “that his per 
manent interests would be best served hy such a policy,” 
The problem, however, is to deal with the coal guerilla, 
and the Company definitely raises the que:tion whether | 
the coal consumers want to be partners with him in reduc. 
ing the price level to a point where investors and wage 
earners cannot receive a fair return. 

A similar stand was taken by Harry L. Gandy, Execu- 
tive Secretary of the National Coal Association, in an 
address before the National Association of Purchasing 
Agents, June 4, 1929. In discussing the “Relationship 
between the Buyer and Seller of Coal” he called attention 
to the fact that, according to the census of manufactures 
for 1927, “if the fuel and power for all manufacturing 
industries of the nation had been furnished free of charge, 
in the bin or at the switchboard of each concern, the 
resultant saving would have been but a trifle over 3 per 
cent of the value of the manufactured product. The total 
cost of fuel and power to the manufacturers of the United 
States in 1927 was $1,897,337,523, while the total value 
of the manufactured products for that year was $62,718- 
346,289.” By thus “starving” the coal industry other 
industries are cutting off its power to purchase supplies, 
materials and equipment and are reducing the mine work- 
ers’ demand for food and other expenses of living. Agri- 
culture has been similarly affected. Thus there is an 
interrelationship between basic industries of the economic 
system which the advocates of laissez faire and competi- 
tion fail to take into account. 

In these appeals to the consumer, however, there is no 
hint of what is to happen to the coal producer who fails to 
find a market. Obviously there are forces at work which 
tend to eliminate him. Mergers between large producing 
companies will give them more control over the supply. 
Long-time standard contracts between such producers and 
large consumers could easily take care of the bulk of the 
tonnage and establish prices which would be fair to both 
parties. The remainder of the tonnage could be left to 
the smaller producers. Thus the real force of these ap 
peals is to induce large consumers to help the producers 
in stabilizing the industry. The question is whether this 
can be accomplished until the producers have sufficient 
control over the supply to compel the large buyers to do 
business with those producers who can furnish them the 
required amount and quality of coal when they want it. 


‘Farm Wastes’ 


Farm Wastes is the name of the “house organ” of the 
Cornstalk Products Company, of Danville, Illinois, whieh 
has been organized to engage in the commercial production 
of pulp from cornstalks for paper and other products 
The functioning of this company is undoubtedly an if 
portant step in the utilization of farm wastes, frequently 
recommended as one of the most effective means of agt 
cultural improvement. 


Printed in the U.S. A. 
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